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FOREWORD

In a memorandum dated 20 September 1976, the Assistant Secretary
of Defense (Installations and Logistics) requested the Director,
Defense Supply Agency to direct the Defense Logistics Analysis Office
to conduct a review and analysis of Critical Item Management within
DoD. The Study Plan, developed as a guide for conducting the review,
lists these basic objectives:

a. Identify when a supply item becomes ''critical' and merits
commensurate specialized management attention.

b. Identify when a supply item is no longer ''critical."

c. Recommend methodologies for managing '"critical items" of
supply throughout the DoD.

The Study commenced with Service and Agency headquarters level
briefings and a review of Department of Defense and Component
issuances pertaining to intensively managed materiel. The Study
continued with on-site research and data collection at various
inventory control points. In addition, the Study Team received
data reflecting Service intermediate levels of supply stocks of
selected "Critical" or intensively managed items. The Study
effort concluded with a series of analyses using the information
accumulated by document research and briefings, and from data
provided during on-site visits and submitted by Service field
activities.

This Report contains the findings, analyses, conclusions and
recommendations of the Study.

E B. STE ING
MaJor General, USAF
Assistant Director
Plans, Programs and Systems
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CHAPTER I
INTRODUCTION

A.  BACKGROUND

The Department of Defense (DoD) definition of critical items |
provided in Joint Chiefs of Staff (JCS) Publication 1, "an essential
item which is in short supply or expected to be in short supply for an
extended period'" has not served as a workable term for the DoD Compo=-
nents managing materiel. As a result DoD Components have adopted
other definitions. Terms such as '"selected items," "intensively man=
aged items,'" or "very important items' are used within the various
materiel management systems to identify specific supplies and equip=-
ment experiencing restricted availability or which may not be obtain-
able in sufficient quantity or quality to meet requirements.

The management concepts and systems within DoD for managing
"eritical item" resources are as varied as the definition of the
terms. Some Components apply special management attention by the most
experienced managers available to "essential items" with high annual
dollar demand, and likely to be the subject of wide demand fluctua=-
tions and acquisition difficulties. Others intensively manage parte
of their inventory for economic reasons. Unusually high unit cost
items are managed most intensively to reduce supply inventory value
without degrading operational readiness. Still others adopt orga=
nizations and systems that apply special techniques to manage items
when "normal' materiel management actions had been exhausted and the
continued lack of availability of the item places an unacceptable
limitation on the operational capability of their supported units.

The lack of consistency in designating "critical items" and the
varied methodologies employed in managing such materiel within the
DoD integrated materiel management environment necessitated this
reviews The identification ot items now intensively managed, the
degree of special management and the organizational level to which
such management is extended need to be understood. However, since
substant ial numbers of operationally essential items are now managed
by integrated managers it is necessary that greater consistency in
designating and managing critical items in the DoD be achieved. To
this end, this veport presents a basic M"critical item" detinition,
"eritical item'" selection criteria, and fundamental covcepts for
successtul management of "critical items" of supplye

\

\




B ST OBJECTIVE

The plan for this review (Appendix A), forwarded by a 20 September
1976 memorandum from the Assistant Secretary of Defense (Installations
and Logistics), established these specific study objectives:

"Develop standard criteria tor identifying: (1) when an item of
supply becomes 'critical,' and merits the specialized management atten-
tion associated with that designation; and (2) when an item of supply
should no longer be managed as a 'critical item.’

"Develop a single uniform system for management of critical items,
including but not limited to such areas as algorithms for critical
item control levels, redistribution criteria, depth and frequency of
inventory data reporting, data interchange requirements, specialized
requisition processing, use of premium transportation, intensified
maintenance management, and urgent procurement actions.'"

C. STUDY SCOPE

The review, findings, and recommendations apply to secondary
items of supply as defined in DoD Instruction 4140.24, '"Requirements
Priority and Asset Application for Secondary Items,' and under the
wholesale management of the Services and the Defense Logistics Agency
(DLA). Excluded from this review are bulk petroleum, commumication
security materiel, and classified materiel.

The scope of the materiel support systems under this review is
worldwide. The levels of supply identified for the review are whole=
sale as defined by the Joint Department of Defense Retail Inventory
Management and Stockage Policy Working Group and resupply stocks as
defined by the Studv. Wholesale stocks are "inventories, regardless
of funding source, over which an inventory manager at the national
level has asset knowledge and exercises unrestricted asset control
to meet worldwide inventory management responsibilities.'" Resupply
stocks are assets positioned below the wholesale level in support of
specific consumer units, activities, or geographic areas; they are
not assets positioned for inmediate end use.

"Critical item," "potential critical item," and "critical item
management' in this review apply to those items which receive special
management attention because of their supply status. This review is
limited to the specialized management actions applied to items not
available in sufficient quantity of acceptable quality to meet exist-
ing urgent requirementss."




D STUDY T COMPOSITION

The Study Team consisted of three tull-time logistics analysts
from the Detense Logistics Analysis Otfice.

E, STUDY APPROACH

The Study etffort commenced with a review of Department of Detense,
v Military Service and Detense Logistics Agency issuances pertaining to
intensively managed materiels This document study was tollowed by
brietings and field research.

Headquarters level briefings were obtained from the Military
Services and from the Defense Logistics Agency about their programs
for intensified management of secondary items. Information from these
briefings and background data provided by the Office of the Secretary
of Defense indicated that each DoD Component responsible tor materiel
support has one or more special systems or programs, beyond its
basic materiel nmanagement syvstem, for recognition of serious or poten=
tially serious materiel support situations,

The Air Force identitfied the only "Critical Item Program' within
DoD. The other Components discussed systems tor managing critical
ftems, usually within a special management program such as "Selective
ltem Management'" or "Intensive ltem Management' systems, To identify

became necessary to review as many special item management programs as
practical,

The current "c¢ritical item' definition encompasses two subsets of
items: (1) "Critical ltems" and (2) "Potentially Critical Items."
The tormer subset includes items that are in a poor asset status
causing severe support problems; the latter subset includes a much

cert ain management act ions are effected.

Recognition ot these tactors had a significant impact on the study
approach and influenced the rield research, the data collection, and
the aralysise.

Subsequent to development of a research outline and statistical
data requirement s, in=depth tield research began. Representative
Continental United States (CONUS) Inventory Control Points (ICPs) of
the Military Services and the Detense Logistics Agency were visited.

A list of tield activities visited is contained in Appendix B. The
objective of the cnesite vesearch was to learn the tield interpreta-
tion ot issued policy and observe the various special materiel managee
ment organizations and practices.

critical items in this environment and means tor managing such items it

broader range ot items for which support trouble can be expected unless




Based on analysis of the information collected through document
research and briefings, data provided during on-site visits, and
data submitted by the Services, this report was developed.

Fe DATA COLLECTION

1l ltem Data

To develop a characterization of a critical item and determine
the management actions taken by item managers to satisfy backordered
Not Operationally Ready Supply (NORS) type requirements and require-
ments for '"critical items,'" two data samples were collected during
field research. One sample, referred to as the Team Sample, consists
cf supply items having NORS backorders and no on=hand serviceable assets
at the wholesale level. The second sample, referred to as the ICP
Sample, was collected in two ways. At the Army, Missile Readiness Com=-
mand (MIRCOM); the Navy, Ships Parts Control Center (SPCC); the Avia=-
tion Supply Office (ASO); and the Marine Corps Logistics Support Base,
Atlantic (MCLSBA), item managers provided items for examination that
were contributing most to degraded support of customers. The Army
Troop Support and Aviation Readiness Command (TSARCOM); the Air Force,
Air Logistics Center, San Antonio (SAALC); and the Defense Logistics
Agency, Defense Industrial Supply Center (DISC), provided for examina=-
tion items included in Component special materiel management systems
because of support problems. Data collected on items in each sample
were:

a. National Stock Number (NSN)

b. Nomenclature

ce Unit Price

de Managing ICP

¢. Requirements Methodology

f« Consumable or Reparable

ge¢ Annual Demand Quantity

h. Single or Multiple Application

i« Whether Allowances Exist Below Wholesale Level

je Single or Multiple Procurement Sources
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Administrative Leadtime

Production Leadtime

Repair Facility and Repair Cycle Time
Authorized Wholesale Stockage Levels
Asset Status

Control Levels

NORS Requirements and Quantities on Backorder of Oldest
der

Management Actions Taken to Satisfy Urgent Requirements

data was collected using a combination of item manager
and management tools available to the manager such as

rol studies, and related manual and mechanized supply manage-

output.

NUMBER OF ITEMS IN EACH SAMPLE BY ICP

LCP Team Sample ICP Sample
MIRCOM 48 38
TSARCOM 43 47
SPCC 14 14
ASO 38 27
SAALC 47 63
MCSL BA 27 20
DISC 0.0 52
Total 262 261

2. Excess Materiel Data

To
by wholesal
ments were
field resea
Office (DAA
over a 90 d
transaction

determine whether or not supply items managed intensively

e managers or having backordered urgent NORS type require=
being disposed of as excess, the 523 items reviewed during
rch were screened against Defense Automatic Addressing System
S0) files to extract any reports of excess and ICP responses

ay period (1 March = 31 May)e. DAASO provided matched
s for review.
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Two hundred twenty-six sample items were the subject of one
or more excess or response to excess report transactions. There
were 517 excess reports with no corresponding responses, 264 excess
report responses with no corresponding excess reports and 658 excess
reports with corresponding responses from the wholesale manager.

3. Redistribution Data

To identity whether ox not {ftems with stock in short supply
at the wholesale level were also in short supply at elements holding
resupply stocks, 471 of the 523 items selected during field research
were screened against the inventory records of certain Service ficld
activities. Fifty-two DLA Very Important Program (VIP) {tems werec
removed from the sample prior to the Service unit screen because the
VIP items had no backorders; hence, it was expected that assets were
available at field activities normally holding resupply stocks of
VIP designated items. The field activities, listed in Appendix C,
were selected by the Services as representative ot each Service's
elements holding the resupply stocks. These NSNs were then screened
against existing inventory. For each sample item with a local match-
ing inventory record the activities submitted the following data:

ae Serviceable On=hand Quantity

be Reorder Point Quantity

ce Requisitioning Objective

de War Reserve Authorized Quantity

e+ War Reserve Stock On=hand Quantity
t« Other Authorized Reserve Levels

Re Condition Code

he Purpose Code

Data were assimilated by computer producing several reports
from which the statistics in Chapter V were extracted.

Ge REPORT FORMAT

The findings, discussions, analyses, observetions, conclusions
and recommendations are presented in the following sequence:

e R e S s




Chapter 11 is an overview of the principal special management
programs being used by DoD Components to augment their basic whole=
sale materiel management systems or to identify materiel readiness

problems.

Chapter III portrays various management problems associated
with the current DoD definition for "critical items." It reviews the
elements of critical item designation, presents a critical item defini-
tion and provides an estimate of the number of critical items in the
DoD inventory based on the new definition.

Chapter IV describes materiel management actions taken at the
wholesale level to satisfy urgent requirements when on=hand materiel
is at or forecasted to reach a zero stock state before the next
scheduled replenishment.

Chapter V discusses a program and requisites for sharing
critical item resupply assets located at activities below the whole=
sale level among Service customers.

Chapter VI summarizes the Study's findings, analyses, and con-
clusions, and sets forth the Recommendations of the Report.

z s e




CHAPTER II

SPECIAL ITEM MANAGEMENT SYSTEMS

A. INTRODUCTION

The Department of Defense Logistics System is expected to pro-
vide materiel support to the Military Service operating forces
under conditions of peace and war, as economically as possible.
The total System is composed of many subsystems managed by several
Components and over forty inventory management activities having
responsibility for a wide range of materiel tc support a wide
range of customers. Certain systems and subsystems are constantly
changing, sometimes to accommodate sophisticated new weapons
systems and to take advantage of new management technology and, on
occasion, to overcorme specific support problems or systems defi-
ciencies.

This Study is oriented toward identifying and seeking solutions
for the most serious logistics system support problem or system
deficiency — the critical item situation — wherein the asset
status of an item of supply has an adverse impact on essential
mission accomplishment.

Office of Secretary of Defense (0SD) background data leading
to this Study and initial headquarters level briefings for the
Study indicated that each Department of Defense (DoD) Component
responsible for materiel support has one or more special systems
or subsystems, beyond its basic materiel management systems,
for recognition of serious and potentially serious materiel
support situations. Among the special materiel management systems,
subsystems and programs identified were those designed to:

— Identify supply items contributing significantly to
degraded readiness;

— Identify operational programs or equipments being
adversely impacted by supply system failures;

— Improve use of assets and accommodate financial restraints;
and

— Give optimum attention to categories of items having the
greatest demands, consuming the greatest volume of resources, or
indicating the greatest potential of becoming deficient.




Collectively, these special programs encompass the ''selective' and
"intensive' item management programs used by nearly all materiel
managers, including those labeled critical item management programs
by some materiel managers.

To identify critical items and means for managing such items,
it was necessary to review as many special item management programs
as practical. This Chapter, the result of that review, describes
several of the special materiel management systems, subsystems and
programs used by the Military Services and Defense Logistics Agency
to apply special and preferential management techniques to supply
items and inventories that impact on the readiness of operational

equipment.
B. ARMY

l. General

Within the Department of the Army, wholesale materiel
management is the responsibility of the U.S. Army Development and
Readiness Command (DARCOM). Within DARCOM, item management is
accomplished at subordinate Commands, each of which has responsi-
bility for a range of materiel supporting a specific ''commodity"
area, such as Troop Support and Aviation materiel, Electronics
materiel, and Missile materiel. They are:

The U.S. Army Missile Readiness Command (MIRCOM)

The U.S. Army Troop Support and Aviation Materiel
Readiness Command (TSARCOM)

The U.S. Army Armament Materiel Readiness Command (ARRCOM)

The U.S. Army Tank Automotive Readiness Command (TARCOM)

The U.S. Army Electronics Command (ECOM)

The basic system for performance of materiel management
functions is the Army Commodity Command Standard System (CCSS).
The CCSS provides the standard methodology for computing materiel
requirements, displaying asset data, maintaining requisition and
procurement history, providing cataloging and technical data,
producing Materiel Release Orders, providing status to requisi-
tioners and performing other day-to-day inventory control functions.

The CCSS also provides reports which are used for manage-
ment purposes. One of these, the Eliminate Back Order Report
(EBOR), is designed to identify stocked items experiencing zero
balance, items with a potential zero balance, and organizations
responsible for corrective materiel management action. Another

10
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subsystem of the CCSS is the Operational Readiness Oriented Supply
System (OROSS) which ranks each line item managed by each Army
Inventory Control Point (ICP) by number of demands. The objective
is to identify important items and potential problem items for
selectively applied special management actions.

The basic materiel management organization and system,
including subsystems, for maintaining readiness are influenced
extensively by the characteristics, demand patterns, demand value,
and procurement value of the items being managed.

To provide commodity managers with better asset knowledge
for improved requirements forecasting and asset management, the
Army uses vertical management techniques to provide intra-Army
asset visibility and control over selected items. These special
techniques have beer incorporated into an overall Army-wide
intensive materiel management program which includes selected
secondary items representing about 60 percent of the dollar value
of Army annual demands. The umbrella program for this special
materiel management effort is the Selected Item Management System.
This System, its primary subsystems, and principal supporting
programs that will be described briefly in the following para-
graphs are:

—~ The Selective Item Management System (SIMS),

—~ The Aviation Intensive Management Items (AIMI),

-~ The Army Automatic Return Item (ARI) System,

~ The Missile and Rocket Equipment Report (RCS-139),
~ The Materiel Assistance Designated (MAD) Report, and
-~ The Logistics Intelligence File (LIF)

2. The Selective Item Management System (SIMS)

a. Objective. The primary objective of SIMS and an up-
dated version of SIMS (SIMS-X) is to provide Army managers with
extended visibility and control of Army assets ftor selected items
in a short supply or potentially short supply status.

b. System Description

SIMS addresses requirements, distributjon, and storage
policies and procedures for approximately 3,000 selected secondary

11
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items, consumables and reparables, representing about 60% of the
annual demand value for Army-managed secondary items. I1tems
having annual demand value of $50,000 or more are eligible for
inclusion in the System.

For items selected, expanded visibility is attained
through the monthly submission of Availability Balance File and
Demand/Return History File data and the guarterly submission of
Demand Summary File data to the Catalog Data Agency at New Cumber-
land Army Depot wheve they are processed and converted into
reports for the various materiel managers. Ultimately, materiel
managers receive reports showing: (1) worldwide assets, including
those of Direct and General Support Units and (2) associated
supply control studies showing potential net system requirements
and excesses. Using these two products, the item manager can
review incoming requisitions and identify candidates for restric-
tion of issues or utilization of assets located below the whole-
sale distribution system.

The most extraordinary SIMS action permitted is ol
issuance of reterral orders by the wholesale manager to an echelon
below the wholesale management level, Such action is used only
when a reporting unit is identified with excesses or on-hand
assets exceeding twice its requisitioning objective.

3. Aviation lutensive Management ltems (AIMI1)

a.  Objective. The primary goal of AIMI is to provide
worldwide asset visibility and expanded management control of
selected Army-managed aviation program support items.

b. System Description

AIMI is an intensive matericel management program tor
approximately 125 items, including about 34 Aviation Component
Intensive Management System (ACIMS) items and 91 aviation "eritical
short supply items.'" The ACIMS items are cost critical aircratt
engines and other major reparable components tor which serial
number accounting is maintained. The additional "critical short
supply items'" include essential high value components and parts
which because of their currvent or projected supply status could
cause operational problems.

ACIMS' cost critical veparables ave nominated by the
Commander, TSARCOM and approved by the Department of the Army
tor inclusion in the System. Other AIMl items are selected by




TSARCOM or supported commands based on either high dollar (over
$500,000) value annual demand or the current or projected critical
supply position of the item.

After an item is designated "AIMI,'" (1) asset reporting
is extended beyond the wholesale level, (2) worldwide supply cone
trol studies are prepared quarterly, (3) semi-annual manager-user
requirements review conferences are held to negotiate asset applica=-
tion, (4) requisitions are processed manually, (5) issues are
tightly controlled, and (6) premium transportation is used,

The most extraordinary actions aftorded AIMI items are
those associated with issue restrictions of wholesale stocks and
efforts to locate and redistribute assets below the wholesale
level. As a result of the manager-user negotiations, firm support
levels are developed for all customers. 1In those instances where
insufficient assets are available, participants agree to use the
tew assets available to fill Not Operationally Ready Supply (NORS)
requirements only and subsequently these are the only requisitions
honored by the ICP. When wholesale stocks ave depleted, assets
below the wholesale level may be redistributed; however, this
occurs primarily within the requiring major Army Command or with
the approval of the Commander holding intermediate level assets.

4. The Automatic Return Items (ARI) System

a. Objective. The ARl System is designed to expedite
return of recoverable reparables and potentially excess secondary
items from operational Army elements to predesignated depots.,

b. System Description

As of May 1977 there were approximately 5,000 items
in the System. These items are included because wholesale item
managers had indicated that the ttems met one or more of these
criteria: (1) the item is "eritical"™ because it is at a zero
balance or a zero position is torecast; (2) the item is "critical"
to the operation of an essential weapon systewm; or (3) the item
has an annual procuremnent value in excess of $5 million. ltems
designated ARL by commodity managers are reported to the Army
Logistics Control Activity which publishes an ARl listing to
Army commands each quarter,

Based on the ARI listings, tield commanders return
unserviceable reparables to predesignated Continental United
States (CONUS) maintenance depots without requesting disposition




instructions. Unserviceable depot reparables, repair of which is
beyond local capabilities, are returned regardless of condition
and asset position., Other unserviceable reparable items

are returned when they are beyond the maintenance capability of
direct or general support unit vepair resources; exceed the
authorized levels of maintenance; or cannot be repaired within
120 days. ARI in a serviceable condition but excess to local
retention levels are returned to the closest CONUS supply distri-
bution depot (Sharpe, New Cumberland, or Red River Army Depots).
ARI shipments are usually made using high priority shipment
designators.

5. Field Operational Readiness Support Programs

a. Objectivee In addition to the Intensive Materiel
Management Programs operating within the SIMS framework, the Army
has three programs to monitor logistics readiness of operational
field elements. These programs are designed to identify materiel
shortages or potential shortages, possible causes of the problem,
and the management agent responsible for action. Each supple-
ments and supports the basic and intensive item management systems
of the Army.

b. The Missile and Rocket Eguipment Report

The Missile and Rocket Equipment Report establishes a
uniform reporting procedure for submitting Not Operationally
Ready Supply and Anticipated Not Operationally Ready Supply (NORS/
ANORS) reports for Army missile and rocket equipment. This report,
identified as the RCS-139 Report, is designed to ensure that
positive supply action is taken to satisty these types of require-
ments for Army missile and rocket equipment.

Reports of systems tailures are submitted daily by
mail to the MIRCOM by the Direct Support Unit (DSU) or General
Support Unit (GSU) Commander responsible for maintenance support.
Fhe tirst report intorms the Missile Readiness Command that a
missile system is deadlined. When needed repairs are determined,
a change report is submitted identifying the required repair parts
and whether they are available locally., 1f the parts are not
locally available, the National Stock Number (NSN), requisition
document aumber, nomenclature, issue priority designator, and
quant ity requived tor all items, regairdless of vho (the Army or
another Component ) manages the item, are provided Missile Readi-
ness Command Managers. Military Standard Requisitioning and
ITssue Procedures (MILSTRIP) requisftions are submitted through
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normal requisitioning channels to the appropriate wholesale managere.
The Missile Readiness Command is advised by a second change report
when the requisitioned parts are received. A final reporct is sub-
mitted when the parts are installed and the missile system is
removed from deadiine status.

RCS=139 Reports are received, keypunched, and used by
the Missile Readiness Command to update and maintain a consolidated
data base. The Command's personnel monitor the requisitions
reported via the RCS-139 and attempt to expedite supply action
where requirements processing exceed pre-established time standards.
When items are managed by other Components, expedite action usually
becomes a matter of negotiation. Missile Readiness Command per=-
sonnel monitoring RCS-=139 reported requirements are dependent on
the other managers for supply status information.

c. The Materiel Assistance Designated (MAD) Report. The

MAD Report is a three~part manual report submitted monthly by

Army field commanders to advise higher command elements of assis=
tance required to achieve their required logistics readiness posture.
The Report is submitted through formal command channels on alternate
months. Each part pertains to specific equipment types and covers

a designated reporting period. Part I, listing Principal End Item
(PEI) equipment shortages, contains data showing the required item:
NSN, quantity authorized, quantity on=hand, and requisition number
for shortages along with the latest status received from the reporte
ing ICP; remarks to clarify shortages not requisitioned; identifica=
tion of on-hand substitute items; and the readiness status of on-hand
equipment. Part II, listing equipment status and outstanding NORS
requisitions over 30 days old, contains requisition data grouped by
wholesale supply source and includes: NSN, quantity, document number,
weapon system designator code, and latest supply status. Units report
only NORS requisitions for which no shipping status has been received. !
Part III lists other equipments having shortages and seriously de=
grading readiness or mission accomplishment,

de The Logistics Intelligence File (LIF) and Reports

The LIF, located at the Logistics Control Activity,
Presidio, Calitornia, is designed to receive images of MILSTRIP and
Military Standard Transportation and Movement Procedures (MILSTAMP)
documents sent via the Defense Automated Addressing System (DAAS),
maintain status, conduct and respond to follow-ups and prepare
performance reports on the supply and transportation of Army re=
quired materiel.




Reports produced from the LIF are designed to show
order and shipping time, furnish requisitioners with the shipment
status of their requisitions, and furnish information to higher
headquarters on supply and transportation delays that could
adversely affect supply support to Army requisitioners. The LIF
contains intransit asset visibility for items determined to be
critical in the Army inventory and is used as a means for inter-
activity communications between overseas and CONUS GSUs and DSUs,
intermediate levels of command, and CONUS suppliers.

A unique application of the LIF is the visibility
afforded weapons system NORS and ANORS requisitions. Using the
weapons system codes required on all Army NORS and ANORS requisi-
tions, the LIF is able to provide demand data to weapons system
managers by requisition and NSN. Open requisitions are identified
weekly to system managers to assist in alleviating NORS conditions.

C. NAVY
1 1. General

To support the Naval operating forces worldwide, the Navy
has a logistics command, the Naval Material Command (NAVMAT)
commanded by the Chief of Naval Material (CNM). Five major
subordinate commands of NAVMAT are responsible for Navy materiel
management. They are:

The Naval Sea Systems Command (NAVSEA)

The Naval Air Systems Command (NAVAIR)

The Naval Electronics Systems Command (NAVELEX)
The Naval Facilities Engineering Command (NAVFAC)
The Naval Supply Systems Command (NAVSUP)

Within the NAVMAT complex, the CNM has assigned the responsibility
of supply system management and support to NAVSUP. Two NAVSUP-
managed inventory control points, the Aviatioa Supply Office (ASO)
and the Ships Parts Control Center (SPCC) manage over 95% of the
Navy controlled items.

The basic materiel management system of the Navy has both
centralized and decentralized features. Major procurement and
distribution are managed and decisions are made centrally at the
ICP. Materiel is placed at locations accessible to expected
users and, to a large extent, requisition processing and stock
control functions are decentralized.
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Three '"uniform, automated systems,' the Uniform Automated
Data Processing System for Inventory Control Points (UICP), the
Uniform Automated Data Processing System-Stock Point (UADPS-SP),
and the Shipboard Uniform Automated Data Processing System (SUADPS)
provide the basic Navy-wide framework for performing materiel
management. UICP provides standard programs and equipment for the
two major Navy ICPs to accomplish basic wholesale inventory manage-
ment functions. UADPS-SP provides Navy stock points with similar
stock control procedures and interfaces with the UICP program.
SUADPS provides Marine Aviation Groups and some ships a system for
financial management, control of inventories, and collection of
maintenance data.

In aggregate the three uniform systems provide the frame-
work within which overall materiel support for Navy operational
equipment is maintained. However, other special, supplemental
programs for extended asset visibility, materiel control, and
problem recognition have been developed and are being used. The
special, intensive materiel management programs observed and ;
described in the following paragraphs are: s

— The Improved Repairables Asset Management (IRAM)
Program,

— The Supply Selective Treatment and Review System
(SUPSTARS), and

— The Aviation Supply Control Center (ASCC) System.
2. The Improved Repairables Asset Management (IRAM) Program

a. Objective. The overall objective of Navy IRAM pro-
grams is to improve management cf reparable materiel to sustain
support within a constrained financial environment by substitu-
ting intensive management to offset procurement and reduced
inventory values. To do this, the programs have the following
specific objectives:

— Maximize Carcass Returns by improving record keeping
and follow-up with the end user to assure prompt return of
carcasses with acceptable documentation;

-~ Minimize Repair Turnaround Times by identifying and

eliminating delays, and maintaining an adequate stock of Ready
For Issue (RFI) items to support requirements;




— Expedite Handling of RFI and Not Ready For Issue
(NRF1) reparable items, i.e., reduce administrative time necessary
to make repair decisions and process documentation, and reduce
repair time by providing production incentives for repair facili-
ties; and

— Exercise Positive Issue Control by requiring a
carcass to be returned for each replacement issued (except initial
issues and allowance increases).

b. System Description. IRAM includes two subprograms,
the Fleet Intensified Repairables Management (FIRM), a program
for intensive management of costly, high demand, critical ship-
board reparable components; and the Closed Loop Aeronautical
Management Program (CLAMP), a program for intensive management
of aircraft related reparable components.

(1) FIRM

The FIRM Program is a dedicated semiautomated
system using standard MILSTRIP and MILSTRAP procedures designed
to control requisitions and monitor turn-in and turnaround per-
formance tor "critical'" items wmanaged primarily by the Ships
Parts Control Center. As of mid-1977 the Navy had approximately
1,700 reparables designated for management within FIRM.

Items nominated for FIRM are reparables which
are either in the inventory or new items which are being intro-
duced through the provisioning process. In addition, the item
must meet one or more of the following criteria: (a) have
annual repair requirements costing more than $50,000, (b) have
an annual procurement cost greater than $50,000, (c¢) be the
cause of threc or more Casualty Reports (CASREPTs) annually,
(d) have requirements exceeding serviceable assets during
repair cycle, (e) have a carcass return rate below the average
for similar items, (f) have a repair cycle time greater than
the average tor similar items, or (g) be an item for which a
fleet conmander recognizes a critical situation or potentially
critical situation.

SPCC indicated that FIRM items are all supporting
critical tleet weapon systems, account for about 80% of the SPCC
annual repair expenditures, and account for about 95% of the
items experiencing three or more CASREPTs a year. Therefore,
special, intensive item management is applied. Among the special
item management techniques applied are:




-~ A FIRM Program Branch within the Stock Control
Division of SPCC: (a) plans, coordinates, and provides long range
direction for the SPCC FIRM reparables program; (b) establishes and
coordinates funding and budget requirements, record maintenance,
and preparation of FIRM Reports; and (c¢) maintains control over
SPCC FIRM Designated Overhaul Point (DOP) representatives.

~ Materiel Controls are modified to provide for
(a) centralized, SPCC-item manager review of all requisitions; (b)
the inclusion of special exception information (e.g., carcass turn-
in and RFI asset data) on each requisition; and (c) stringent item
manager materiel release control,

— Designated Overhaul Points (DOPs), both organic
and contractor operated, are provided with specific guidelines for
performing receipt, control, processing, and shipment actions on
an expedited basis.

— Fleet Repairables Assistant Agents (FRAAs) at
operating bases and stock points are provided with guidelines for
expedited operating procedure for handling FIRM items.

— Asset Visibility below the wholesale level is
established through the Cyclic Asset Reporting Procedures (CARP)
reports. Each active ship reports on-hand designated item assets,
on a quarterly basis, to SPCC.

— Item Status and Location Information is
maintained through Transaction Item Reporting (TIR) procedures.

— [ransportation for FIRM items is handled on
a high priority basis. ¥

(2) CLAMP

The CLAMP is a dedicatcd, semi-automated off-line
system using Military Standard Transaction Reporting and Accounting
Procedures (MILSTRAP) and a dedicated communications capability for
the intensive management of critical, reparable materiel managed
primarily by the Aviation Supply Office. As of mid~1977 there were
approximately 9,000 reparables designated for management within
CLAMP.

The basic selection criterion for CLAMP is that the
items must be reparable components essential to the support of
aviation program related weapon systems and equipment. Selections




are made generally by ASO and occasionally by a fleet commander
and are approved by the Commander, Naval Air Systems Command,
Mission essentiality is a key to selection and approval.

To attain the IRAM and CLAMP ob jectives, the
program depends on (a) one-for-one exchange, (b) improved retro-
grade control, (c¢) enforced system discipline, and (d) identifi-
cation of failure causes. 1In pursuit of these goals, CLAMP
intensive item management techniques applied are:

~— The Weapons Logistics Division of ASO is
given specific responsibility for CLAMP administration and
evaluation.

~ Detailed Allowances are reviewed and nego-
tiated by ASO and f'eet users followed by a worldwide inventory
and transfer of all excesses to a designated Wholesale Storage
Site.

— Serial Number Controls are established to
assure positive control of CLAMP items as they are processed
throughout the system.

~— Issues are monitored to assure a one=-for-
one exchange.

~ Dedicated Storage Areas are maintained at
both organic and contractor repair facilities.

~— Dedicated Repair Capacity is established at
organic and contractor facilities.

— AS0 Item Managers review all materiel manage-
ment decision transactions.

— ASO Field Representatives (AFRs) control the
receipt, issue, and induction of CLAMP items at Wholesale Storage
Sites. Those assigned to operating sites monitor one-=for-one
exchange procedures, maintenance practices, and insure that
inventory control is maintained over all serviceable, unserviceable,
and in-process CLAMP items.

— A Separate, Dedicated TWX (Western Union)
communication system is used for transmittal of CLAMP transactions
between CONUS CLAMP sites, contractors, and ASO.
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-~ Transportation of CLAMP items is accomplished

using high priorities.

3. Fleet Operational Readiness Support Programs

a. Objective. The Navy has at least two special programs
to monitor fleet operational readiness and facilitate recognition
of critical or potentially critical support situations. Each of
these supplements the basic, uniform materiel management system of
the Navy as well as the special, intensive item management programs.
The primary objective of these programs is to recognize the critical
support situation, identify the materiel shortages causing the
problem, and expedite correction of the problem.

b. The Supply Selective Treatment and Review System

Within the Navy operating forces, CASREPTs are sub-
mitted by the Commanding Officer of a naval ship, craft, shore
activity, or overseas base having a significant casualty, loss,
or damage affecting mission essential equipment. The CASREPT
system is the primary means of reporting the equipment readiness
status of any reporting unit with a diminished combat readiness
posture which involves inoperative or malfunctioning equipment
and is a key element in the analysis and improvement of the Fleet
materiel conditions.

For nonaviation materiel, the SUPSTARS monitors
materiel support of requirements identified in Consolidated Fleet
Casualty Reports. The system is semiautomated and has two key
operating sites, the Naval Supply Centers (NSCs) Norfolk and
Oakland, for monitoring, expediting, and reporting requisitions
for selected nonaviation, NORS requirements. Included within
this System are materiel requirements for all designated Atlantic
and Pacific Fleet ships that submit CASREPTs. Requisitions for
materiel to satisfy each CASREPT and their latest status are
included in the SUPSTARS files of the NSC supporting the reporting
ship's respective fleet area, i.e., Pacific ships ~ Oakland and
Atlantic ships - Norfolk. Requisition and status input to these
files is transmitted as transaction images processed via the DAAS.
In addition, SUPSTARS files are updated by data that relate to
casualty reporting, status, and casualty corrections pertaining to
fleet activities in each NSC support area. When the supply system
is unable to satisfy immediately a CASREPT materiel requirement,
SUPSTARS is designed to:




— Expedite issue and shipment of materiel located
outside the wholesale level to satisfy CASREPTs to include,
using lateral support (assets at retail stock points);

— Expedite procurement where local purchase is
required to acquire materiel to satisfy a CASREPT;

— Provide requisition status to requisitioners; and

i — Provide management information to responsible iq
commanders, through special reports or remote terminal inquiry,
so that corrective action alternatives within their purviews can f
be exercised. |

For items in the program, SUPSTARS assures constant,
close communications among the item management activity, the
supply and storage activities, the customers, and associated
commanders.

c. The Aviation Supply Control Center (ASCC)

The ASCC system provides for monitoring of all urgent
Naval aviation requirements including those assigned to other
inventory managers. This highly automated system, managed by the
Aviation Supply Office, provides status reports and statistics for
monitoring and expediting materiel causing Navy and Marine Corps
aircraft to be in a NORS or Not Fully Equipped (NFE) status. An
NFE aircraft is one capable of safe flight, but lacking an item
applicable to a mission essential subsystem which makes the air-
craft incapable of performing one or more of the primary missions
of the unit to which the aircraft is assigned. The ASCC is
supported by a dedicated computer system. Input data is provided |
by DAAS which is programmed to provide ASCC with images of !
pertinent documents based on specific pre-arranged routing instruc- !
tions. CLAMP requisitions and related supply support transactions
are submitted to the ASCC through the CLAMP dedicated communications
system.

The ASCC is dedicated to the reduction of NORS and NFE
requisition processing times. In pursuit of this objective the
ASCC:

-~ Has a reporting system and data file with require=-
ments identified by a Weapons System Designation Code, relating
each requirement to specific models and types of aircraft and a
Unit Identification Code;
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— Measures requisition processing times; highlights
delays by the ICP, the stock point, and the procurement agency;
and focuses management attention on failures to meet Uniform
Materiel Movement and Issue Priority System (UMMIPS) processing
times;

— Initiates follow-up actions; and

— Provides management reports to the materiel managers
and fleet commanders.

D. AIR FORCE
1. General

To support the operating and training forces of the Air
Force worldwide, the Air Force has a separate logistics command,
the Air Force Logistics Command (AFLC). The Commanding General, |
AFLC, is tasked by the Chiet of Staff to develop policies, pro- ’
cedures, concepts, and management techniques for organizational
and intcemediate level maintenance systems and to develop s
policies and procedures for materiel management, initial product
supporc, and technical and enginecering data to include related
mechanized programs. AFLC Headquarters is also tasked as the
Air Force stock fund manager and the central computer system
design and program agency for the wholesale level.

Five major subordinate Air Logistics Centers (ALCs)
assist AFLC Headquarters in accomplishing the assigned Air Force
logistics support mission. They are:

Oklahoma City Air Logistics Center (OCALC) H
Ogden Air Logistics Center (00ALC) §
San Antonio Air Logistics Center (SAALC)
Warner Robins Air Logistics Center (WRALC) ;
Sacramento Air Logistics Center (SMALC)

The Air Force Logistics Command Retail Stock Control and
Distribution Central Locator Management System is used to provide
inventory accounting for items in support of base organizations
and maintenance organizations located at the Air Logistice Centers. !
The system provides for the overall receipt, storage, issue, and
accounting for unserviceable reparable materiel that is part of
the wholesale inventory and provides for maintenance of warehouse
locations applicable to wholesale stocks. The system provides
materiel management and customer support through standardization
of distribution decisions and depot processes.
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Base ° 1 materiel accountability and control of equipment
is accomplisheu chrough the Standard Base Supply System (SBSS).
The SBSS applies uniform dedicated programs and hardware (UNIVAC
1050-11) to supply management at base level worldwide. The UNIVAC
1050-11 is employed on a dedicated basis at 127 base locations,
which in turn provide computer support to 145 satellite accounts
at bases which lack transaction volume to warrant a dedicated

system.

Among the objectives of these basic Air Force svstems for
Air Force-wide materiel management is the maintenance or opera=-
tional readiness within economic constraints. Each of the basic
Air Force-wide systems provides for recognition of short supply
and potentially short supply situations. However, these basic
materiel management and control systems are supplemented by three
or more intensive management programs specifically designed for
the identification and close control of items causing or poten-
tially causing readiness support problems. These special programs
are:

— The Air Force Recoverable Assembly Management System
(AFRAMS ) ;

— The Serialized Control and Reporting System (SCARS);
and

— The Critical Item Program (CIP).

2. The Air Force Recoverable Assembly Management System (AFRAMS).
AFRAMS is the extension of the Air Force standard materiel management
system for recoverable items having depot overhaul and condemnation
levels authorized. It is an intensive item management program applied
to depot level reparables because of their high unit cost, demand
value, procurement value, and inventory investment. The program
applies to over 100 thousand depot level reparables.®* Intensive
management methodology for AFRAMS items includes:

— Daily worldwide asset reporting;

~— Automatic release and redistribution of base level
excesses;

— Manual control and redistribution of assets within
"authorized" levels;

— (Close scrutiny of depot repair and condemnation status;

*SOURCE: Joint DoD retail Inventory Management and Stockage Policy
Working Group Report.
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— Application of "TIGHT ITEM" (potentially critical item)
controls; and

— Use of high priorities for data communications; overhaul
scheduling, and carcass movement.

3. The Serialized Control and Reporting System (SCARS)

SCARS is a subsystem of AFRAMS which applies extremely inten-
sive management to a small range of reparables having a very high
unit cost and/or a very high investment level. The system provides
for serial number control of installed and in-use items as well as
spares. As of mid-1977, eighteen items were designated SCARS items.

ALCs and bases managing or using SCARS items appoint SCARS
monitors and alternates to coordinate control of items at their
respective locations. In addition, the ALCs assign a primary and
an alternate item manager for each SCARS item.

Items selected for SCARS management include all NSNs within .
the interchangeable and substitution (I&S) group of a primary item.
Items are nominated by an ALC materiel manager. Approval authority
for addition or deletion of a primary NSN from SCARS management
rests with AFLC. Items selected for the SCARS program normally
meet several of the following criteria; however, circumstances may
deem selection of items based on one or more:

— Depot level reparable with a unit cost greater than
$100,000;

— A potential spare investment of $7.5 million; {

-~ Annual dollar value depot repair requirement greater
than $3 million;

— An annual dollar value of new procurement greater
than $3 million;

— The major portion of the acquisition phase should
remain to be completed, permitting a significant dollar savings;

— Items for which serial numbers have been assigned or
can be assigned to both installed items and spares; and

— Items of a highly technical nature or with other
characteristics that warrant serialized control.




Special management actions, beyond these taken for '"normal'
AFRAMS items, which are applied for SCARS items are:

— SCARS items are controlled continuously by serial number;

— ALC Commanders appoint and publish names and telephone
numbers of SCARS program and item managers to establish direct lines
of communication within the SCARS program.

~ Field requirements for SCARS items are processed
manually to assure positive issue control. Inventory records are
reviewed by item managers daily to ascertain deficits at base
locations. Where deficits exist, managers have authority to redis-
tribute assets between users or redirect serviceable assets available
at repair or production sources.

— Base level stockage is computed by the ALC Item Manager
(IM) in conjunction with the major using command.

— All verified NORS and ANORS requirements are reported
to the ALC through submission of the daily NORS report if a veri-
fied NORS requirement for a SCARS item cannot be satisfied by
local repair or IM redistribution action. War Reserve Materiel
(WRM) assets are used to support the requirement if action will
return an end item of equipment to an operational status.

4, The Critical Item Program (CIP)

One intensive item management program of the Air Force is
referred to specifically as a "Critical Item Program' (CIP). Its
precise stated purpose is to select and manage intensively a
relatively small number of items having a major impact on readiness
because of "support'" or "cost'" considerations. Hence, the CIP has
two distinct segments: (1) "Support Critical Items" and (2) 'Cost
Critical Items." As of late 1976 there were 149 items in the
Support Critical category and 197 items in the Cost Critical cate-
gory.

Cost Critical Items are selected and managed on a basis
similar to items selected for previously discussed high value,
high intensity item management programs (e.g., they must be
reparables with a unit cost of $5,000 or more and represent an
initial investment exceeding $1 million). Support Critical Items
are selected for intensive management based largely on their
application and short supply status. The latter category of items




and their selection criteria are most directly applicable to this
Study and, therefore, the following system description is oriented
toward the "Support Critical Items."

Support Critical Items are selected, in part, through an
automated data collection system designed to surface, for manage=
ment review, those items that accumulate a high number of NORS
hours at base level with insufficient wholesale stock to meet
anticipated requirements. The various elements of this program
are subsystems of the Air Force materiel management system; the
SBSS at base level and the AFLC Retail Stock Control and Distri-
bution Central Locator Management System at the ALCs.

Critical item identification is based upon data from the
Aerospace Vehicle and Selected Items of Equipment Not Operationally
Ready Supply reporting system. Data for this report is accumulated
through base level input of Air Force (AF) 360 '"NORS Detail Cards"
to the ALCs identifying NORS requisitions to deadlined equipment.
Input of the AF 360 cards provides, on an exception basis, the
statistical data required to identify and isolate the most signifi-
cant items contributing to NORS incidents and to highlight the
problems, situations, and conditions which create NORS.

Items eligibles for Support Critical designation must be
replenishment spares Reparables, Expendables, Economic Order
Quantity (EOQ)) with a mission essential application (i.e., the
item must be vital to the operation of certain aircraft; missiles;
ground communications, electronics, or meteorological equipment;
support equipment; ground photographic equipment; vehicles; line
replacement units; engines; and trainers) and must be causing a
designated number of NORS hours for such mission essential equip-
ments and end items.

Selection of support critical items is based on input of
daily NORS reports from field units. Items accumulating sufficient
NORS hours to breach the threshold shown in the following listing
become candidates for support critical status:




Accumulated Monthly
Weapons/Equipment Supported NORS Hours

Aircraft, Missiles, Ground Communications
Electronics Meteorological (CEM), Support

Equipment, Vehicles 1,000

Peculiar Items in Support of Low Popula-

tion Aircraft (e.g., =-EB, =-66C, EC-121T) 500

Items in Support of Line Replacement Units

(LRUs) 2,500
U-NORS

Engines 2,500
ENORS

Trainers 2,500

Cannibalization to delete or preclude
NORS Conditions 1,000

When the designated number of NORS, Unit-NORS (U-NORS),
or Engine NORS (ENORS) hours are accumulated, the item causing
these situations is reviewed in detail. If serviceable (ready
for issue) assets are not available the item may be designated
"Support Critical.”

Intensive management applied to critical items is as
follows:

— Each ALC has a Critical Item Review Committee responsi-
ble for organization and administration of the ALC's implementation
of the CiP. The Committee monitors the program to assure ALC
compliance regarding item selection, documentation, reporting,
timeliness, completeness, and adequacy of actions taken to correct
critical item problems.

~— Each ALC appoints a Critical Item Monitor who is the
central coordinator and contact point between the review committee,
major commands, and the item manager; develops the local policies
and procedures in accordance with AFLC guidance and provides daily
NORS reports to materiel managers; and forwards a listing of
critical items approved by the ALC, to AFLC for publication to Air
Force users.
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-~ Monthly, AFLC publishes a listing of support critical
items and their respective managing ALC, item managers, applicable

weapons system, and forecasted 'get well" dates. The list is provided

to Air Force Bases, systems managers, and depot maintenance and
supply activities with CIP item interests.

— Each base, using critical items, appoints a Critical
Item Monitor responsible for CIP coordination on that base. A
project officer is also assigned at each maintenance activity to
validate critical item maintenance requirements and coordinate
repair production. When a new item is designated critical, the
bases perform an inventory of assets; raise the maintenance
priority or repair of that item to priority 03; and commence
daily asset reporting to the item manager via Automatic Digital
Network (AUTODIN).

-~ Item managers are authorized to redistribute base
serviceable assets in the CIP reporting system, except war reserve
materiel and special support parts. Bases are directed to honor
item manager telephoned redistribution orders within certain
levels, i.e., redistribution of assets in excess of the computed
requisitioning objective as directed; redistribution of assets
down to the computed item safety level to satisty priority Ol
through 08 requirements; and shipping assets down to zero balance
to satisfy priority 0l through 03 NORS needs.

- Base requirements for critical items get special
processing considerations. Supply requests at bases are
processed on a "fill or kill" basis. When serviceable base
stock of the item is depleted, local repair is attempted.
Requisitions for parts to repair critical items are as=
signed urgency of need "A'" if the requirement is NORS and
""B" otherwise, and all requisitions are marked "Critical Item"
for improved identification and expeditious handling.

-~ When critical item requirements caunnot be satisfied
locally, lateral support may be attempted by major commands. Air
Force policy states that the item manager is normally the single
controller for distribution of critical items; however, bases are
authorized to execute interbase lateral support without wholesale
level approval. Lateral support is authorized in CONUS to satisfy
NORS requirements and overseas to satisty NORS and UMMIPS priority
01, 02, 03, 07, and 08 critical item needs.

~ Depot repair of reparable critical items with back=-
orders is assigned maintenance precedent 01 and repair facility




workload schedules are to be renegotiated by CIP monitors via tele-
phone with the goal of serviceable asset production as soon as
possible.

In instances where repair or redistribution actions cannot
satisfy UMMIPS priority Ol through 06 critical item requirements,
emergency procurement of new assets can be used with ALC command
level approval. Managers initiating approved emergency procurement
requests do so orally, with written documentation provided within
two working days. Buyers orally negotiate price, packaging, marking,
and delivery with vendors; confirm the negotiated details immediately
by electrically transmitted message; and follow-up these transactions
with a written contract as practical.

E. MARINE CORPS
} General

The Deputy Chief of Staff for Installations and Logistics
is responsible to the Commandant for logistics plans, policies,
logistical support planning, and life cycle support management of
Marine Corps weapon systems and equipments. The Marine Corps
Logistics Support Base, Atlantic (MCLSBA), under the Commandant's
command, manages Marine Corps weapons system support and items of
supply assigned the Corps for integrated materiel management.
Fleet Marine Force Service Support Groups and Support Establish-
ment Direct Support Stock Control Activities are the principal
intermediate level of supply managers that provide direct non-
aviation peculiar support to users.

The basic wholesale materiel management system of the
Marine Corps is the Marine Corps Unified Materiel Management
System (MUMMS). The MCLSBA at Albany, Georgia, is the prime
management agency for Marine supply support and as such is the
central agency for coordination and technical guidance for opera-
tion of the MUMMS. Supply management encompasses inventory
control of expense type items (other than subsistence and commis~
sary items) procured with the Marine Corps Stock Funds. Inventory
control of expense items is restricted to approximately 30,000
nonreparable secondary items for which the Marine Corps is the
de facto DoD item manager. Those inventory control functions
conducted by the MCLSBA include requirements determination,
procurement, receipt control, stock and issue control, inventory
analysis, budgeting, financial stores accounting, performance
measurement and excess determination. In support of its Weapons
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System/Equipment Support Management (WS/ESM) responsibility the
MCLSBA performs those functions relative to technical data,
provisioning and computation of mobilization reserve and war
reserve materiel requirements. Additionally, the MCLSBA per-
forms functions relative to technical data, provisioning and
computation of mobilization reserve materiel requirements.

Rase and station level support is accomplished, largely,
through the Direct Support Stock Control Subsystem (DSSC) of
MUMMS. Direct materiel support of the Fleet Marine Forces for
nonaviation peculiar items is accomplished through the Supported
Activities Supply System (SASSY). In aggregate MUMMS, DSSC, and
SASSY are the basic materiel support systems of the Marine Corps.

The Marine Corps depends heavily on the logistics systems
of other DoD Components — especially the Army, Navy, and DLA —
for component and part support for both consumable and reparable
items. Therefore, there has been a trend away from secondary
item management within the Marine Corps toward more intensive
WS/ESM. 1In pursuit of more intensive WS/ESM the Marine Corps has
developed and implemented a Logistics Information System (LIS).

2. Logistics Information System (LIS)

a. Objectives. The LIS, a management tool maintained by
the MCLSBA, is designed to:

— Provide the Commandant of the Marine Corps with a
centralized coordinated management information capability designed
to monitor and analyze data from each in-house level of logistics
management and external source.

— Influence the effectiveness of logistics support
and information provided Marine Corps organizations.

— Maiuntain support visibility tor a selective range
of equipments and weapons systems.

b. System Description

The System monitors data for a selected range of equip-
ments and weapon systems vital to operational support. Fer this
range of equipments and weapon systems support, data secumulated
and placed into management reports includes materiel status by
stock number, the source of supply for the materiel, and the
requiring unit.
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A basic element of the LIS data base is the image copy
of the Marine Corps unit requisition citing: NORS, ANORS or UMMIPS
priority designations 01, 02, or 03, and status relating to the
priority or NORS type requirement. These images are provided by
DAAS via AUTODIN. Other inputs to the LIS include data identifying
the owning unit, reason for deadline (e.g., supply or maintenance),
repair echelon, and the unit holding deadlined equipment. Included
in this data is the logistics readiness category of each Marine
operational unit. This data is input bi-.weekly.

Weapons system support managers are provided weekly
management reports that show the status of all outstanding urgent
requirements by operational Marine unit and weapon system, so
that intensive management or expedite action can be applied to
requirements for specific units. Similar information is provided
for each weapon system, by unit, so that weapons system managers
can ascertain the range of problems associated with a particular
weapon system Marine Corps-wide. Finally, the reports permit
identification of support items contributing most significantly
to degraded operational readiness and provide Marine managers a
ready reference to wholesale managers responsible for the items
contributing most to deadlined equipment. Since the reports can
be analyzed by requiring unit, by equipment or weapon system, or
by source of supply, corrective action can be begun easily.

F. DEFENSE LOGISTICS AGENCY (DLA)

1. General

DLA is tasked by the Secretary of Defense to provide
supply support, contract administration and logistics services
to the Military Services and Federal Agencies within the U.S.
Govermment. To accomplish this assignment, there are Supply
Centers, Defense Contract Administration Services Regions, and
Depots located throughout the CONUS. The Defense Fuel Supply
Center (DFSC) and the Defense Personnel Support Center (DPSC)
have regional fuel and subsistence offices respectively irn the
Pacific and kEuropean theaters. Within this overall structure,
item management is performed by the six Defense Supply Centers:

Defense Electronics Supply Center (DESC)
Defense Fuel Supply Center (DFSC)
Defense General Supply Center (DGSC)
Defense Industrial Supply Center (DISC) i
Defense Personnel Supply Center (DPSC) 3

Defense Construction Supply Center (DCSC) i
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Within DLA, the Standard Automated Materiel Management
System (SAMMS) is the basic item management system for the per=-
formance of tasks such as cataloging, requirements determination,
procurement, requisition processing, and distribution. Each
Center applies a part of the basic System; for certain commodities,
variations of the System are applied.

The basic materiel management system of DLA is supplemented
by three systems, programs, or organizations designed to provide
special, more intensive management to items based on item character-
istics, application, or supply status:

= The Selective Materiel Management Programj
~ The Weapon System Support Program (WSSP); and

- The Emergency Supply Operations Centers (ESOCs)

2, The Selective Materiel Management Program

ae Objective. The DLA Selective Materiel Management Program
is designed to recognize the relative importance of items by virtue
of their demand frequency, demand value, and weapon system applica=
tion. Using these characteristics to group items DLA applies intenw
sive management techniques to specific inventory segments with the
objective of providing the best stock availability within certain
funding levels,

be System Description

The Selective Materiel Management Program segments items
into five basic management categories:

(1) Verv Important Program (VIP) items which are con-
sidered to be of greatest importance and are given concentrated
management attention by the most skilled item managers. Included
in the VIP category are weapon systems support items and others
considered by the Defense Supply Center (DSC) Commander to be of
sufficient importance in terms of criticality or value to warrant
the most intensive management; items with a history of frequent
out=of=stock positions due to continuing wide fluctuations in
demand, procurement difficulty, or other unfavorable item manage=
ment traits; and new items which because of cost or importance
must be reviewed at frequent intervals,
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(2) ""High Value' items which have annual demand dollar
value over $4,500.

(3) '"Medium Value'" items which have annual demand
dollar value exceeding $400 but not more than $4,500.

(4) "Low Value" items which have annual demand dollar
value of $400 or less.

(5) Numeric Stockage Objective (NSO) items which
have a low probability of demand, but which would have a severe
impact on operational readiness if required and not available
in stocke

The most intensive item management is prescribed for
VIP items. Intensity declines if weapon system application is not
identified and as demand value decreases. Implementation of the
Selective Materiel Management Program was observed at two DSCs.
To manage intensively items with the greatest potential impact
on system performance and readiness support, these Centers
assigned the most experienced item managers to oversee the VIP
and High Value items. The degree of intensity was influenced by
the number of items assigned to an item manager; e.g., 100 or
less VIP or High Value items assigned to the more experienced
managers, but 1,000 or more low value or low frequency of demand
items to a less experienced manager.

Observations at the same DSCs indicated that approxi-
mately 80% of the items designated for VIP or High Value management
had a weapon system support designator; that is, the item had
application to a specific weapon system for which special management
attention was requested.

3. The Weapon System Support Program (WSSP)

a. Objective. The WSSP is a program designed to sustain
supply support of a specific range of materiel applicable to a
set of designated weapon systems. The main objective of the
program is to have an on=hand quantity of each item assigned to
the WSSP available to meet requirements.

b. System Description

Nominations for weapon systems are submitted through
and approved by the following Military Service elements respectively:




Army, Deputy Chief of Staff for Logistics; Navy, Commander, Naval
Supoly Systems Conmand; Air Force, Deputy Chief of Staff, Systems
and Logistics; Marine Corps, Deputy Chief of Staff for Installa-
tions and Logistics. The respective Components identify the
estimated item range to the weapon system and DLA reviews the
nominations for program acceptance. Nominations are limited to
systems designed for and having a primary combat function pro-
viding direct and immediate support to a combat weapon system.

A combat weapon system is one designed as an instrument of combat,
either offensive or defensive, used to destroy, injure, defeat, or
threaten the enemy. A supplemental weapon system is one that
provides direct and immediate support to a combat weapon system or
situation such as reconnaissance, observation, or rescue,.

After a weapon system is approved for WSSP management,
Service Program Managers identify the DLA-managed items supporting
their respective weapon system to the appropriate DSC. Selection
of individual items is based on these criteria:

— Items required to support actual or forecasted
requirements necessary to maintain a satisfactory operational
readiness status of the approved weapon system.

-~ Items considered of such importance to the opera-
tional readiness of the weapon system that stockage is required
for insurance purposes.

All WSSP items are specifically identified by the
DSCs and all are given special item management attention. Most
WSSP {tems are within the VIP category at DSCs and therefore
given the most intensive item management.

4. The Fmergency Supply Operation Centers (ESOCs)

a. Objectives. Headquarters DLA and cach DSC has an ESOC.
These organizations are orifented toward field operational readiness
support. They are established t- act as the Commander's contact
point and coordinator for customer assistance requests, emergency
support operations, and support for special projects approved by DLA.

b. System Description

Within their respective parent organizations ESOCs are
organized to support field operations by crossing intra-DSC organi-
zation lines, e.g., expediting requisition response by coordinating
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DSC action in item management, technical support, or procurement.
To a large extent, the ESOC serves as a special project manager |
or a requisition processing manager — especially for UMMIPS
priority designator 0l, and for 02 and 03 NORS requirements.

ESOC personnel work directly with the inventory
managers, procurement technicians, and equipment technicians to
determine the best means of satisfying a particular requirement.
Actions normally taken to satisfy requests for assistance include:

— Expediting shipment from stock;

— Expediting procurement for direct shipment to the
customer through contract diversions or emergency buys;

— Identifying acceptable substitute items; |

— Attempting to satisfy a requirement through lateral |
support by contacting Service logistics activities and users; and

— Screening assets held by the Defense Property
Disposal Service.

The most extraordinary action pursued is lateral |
support, which is an attempt to locate needed stocks by con- 1
tacting identified users to determine if they have assets that
can be relecased to fill high priority requisitions. When the
user agrees to release assets, the ESOC rejects the high priority
requisition and advises the requiring unit to contact the activity
with the available stock. The DSC takes no further action in the
transaction. Lateral support is used when:

— The requirement is priority 0l, or 02 or 03 NORS;

— The required ftem is a stocked item;

~ The past usage of the required item indicates a
reasonable probability that the item can be located in the desired
quantity; and

— A likely potential supply source can be identified.
To identify potential assets below the wholesale level, several

informally acquired information sources are queried along with a
review of DLA materiel management system files. Specific aids
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include: the Army Master Data List, the Navy Retail System Avail-
ability Listing, the Air Force Stock Number User Directory (SNUD),
and the SAMMS Transaction History Files.

G. ANALYSIS
1. Introduction

The Memorandum directing this Study stated, 'Criteria for
designating an item as being in a 'critical' supply status and
methodology for managing items so designated vary from Component
to Component within the Department oi Defense (DoD) and from
Inventory Control Point (ICP) to ICP within certain Components."
The Memorandum professed a need for greater consistency in the
critical item designation process and the management techniques
applied to items in a critical supply status.

Headquarters level briefings and on-site field research
confirmed the assertions that the term 'critical item' means many
different things to different managers and that '"critical item
management!" (to the extent the term was used) meant everything
from a specific management program in one Military Service; to a
broad range of 'short supply' items in another case, to a small
number of mission-essential items in a third case. To understand
and evaluate the terms "critical items' and "critical item manage-
ment,' it is necessary to observe a broad spectrum of item
management and operational readiness programs wherein the terms
“special," '"selective," "intensive," or '"critical' are applied to
items being managed or providing support.

Each of the following paragraphs presents one or more
factors pertinent to this Study of '"specialized management actions
applied to items which are in short supply."

2. ltem Management Systems

a. Basic Systems. The Army Commodity Command Standard
System, the Navy Uniform Automated Data Processing System for
Inventory Control Points, the Air Force Stock Control and Distri-
bution Central Locator Management System, the Marine Corps
Uniform Materiel Management System, and the Defense Logistics
Agency Standard Automated Materiel Management System are the basic,
highly automated systems designed for the performance of wholesale
level item management. Fach of these systems has one or more sub-
systems designed to compute item requirements, match forecast




requirements against assets, warn of potential materiel deficien-
cies, and initiate actions to balance supply and demand.

b. Supplemental Systems

While each Component having materiel management
responsibility has one or more basic systems for accomplishing
wholesale item management, each also ideatified categories of
items which receive special — generally referred to as "selective"
or "intensive'" — item management attention. Items are assigned to
such special management categories for one or a combination of the
following reasons: (a) the item's application; (b) the magnitude
of demand (quantity or frequency) for the item; (c) dollar value
associated with the item (unit price, demand value, procurement
value, or maintenance program value); and (d) supply status.

Among the item management programs providing special,
selective, intensive, and, on occasion, '"critical" item management
within the DoD are:

(1) Army

— The Selective Item Management System (SIMS)
and SIMS-X provide for the identification and control of over
3,000 secondary items in a short supply or potential short supply
status.

— The Aviation Intensive Management Items (AIMI)
program provides for the identification and close control of about
125 items vital to the support of aviation programs; AIMI includes
about 34 Aviation Component Intensive Management System (ACIMS)
items and 91 aviation "critical short supply items."

— The Automatic Return Items (ARI) system pro-
vides for the identification and control of about 5,000 recoverable,
reparable items which (a) are "eritical' because a zero asset
position has occurred or is forecast; (b) are "critical" to the
operation of an e¢ssential weapon system; or (c) have an annual
procurement value over $5 million.

(2) Navy

— The Fleet Intensified Repairables Management
(FIRM) program provides for the identification and control of over
1,700 reparable items: (a) having high, over $50,000, annual
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repair and/or procurement cost; (b) causing three or more Casualty
Reports annually; (c) having below average carcass return rates or
repair cycle times; (d) being in short supply; and/or (e) identi-
fied by a fleet commander as the cause of a "critical' or
"potentially critical" situation.

—~ The Closed Loop Aeronautical Management Pro-
gram (CLAMP) provides for the identification and control of 9,000
reparable items essential to the support of vital aviation weapon
systems and support equipments.

(3) Air Force

~ The Air Force Recoverable Assembly Management
System (AFRAMS) is the Air Force standard system for providing
intensive management to recoverable items having depot overhaul
and condemnation levels authorized.

— The Serialized Control and Reporting System
(SCARS) is an AFRAMS subsystem providing for the superintensive
management, including serial number control of installed and
idle assets, of reparables having a very high unit cost (over
$100,000) and/or investment level (e.g., spares investment over
$7.5 million). As of mid-1977 only eighteen items were identi-
fied for SCARS management.

— The Critical Item Program (CIP) provides for
the identification and control of items having a major impact or
potential major impact on readiness because of '"cost'" or “support'
considerations. As of late-1976 there were about 200 items
identified for "cost critical" management and about 150 items for
"support critical'" management. Support critical items are items:
(a) having application to a predetermined range of mission-
essential aircraft, missiles, or support equipment; and (b)
causing a designated number of NORS, E-NORS, or U~NORS hours for
the mission essential equipments and end items; and (c) having
serviceable assets only below the support level.

(4) Defense Logistics Agency (DLA)

— The Very Important Program (VIP) i~ a segment
of the DLA Seluctive Ttem Management Program which provides for
the identification of items qualifying tor the most intensive
management attention. The Program includes over 40,000 items
managed by the six Defense Supply Centers. Qualifying criteria

39




may vary by Center, but generally include weapon systems support
items considered by the DSC Commander to be of sufticient im=
portance in terms of "criticality" or value to warrant special,
intensive attention.

—-  The Veapon System Support Program (WSSP)
provides tor the identification and control of a specific range
of items applicable to the support of a designuted sct of Military
Service-managed weapon systems. As of mid-1977 there were approxi=-
mately 180,000 items designated for the intensive management
applied to WSSP items. The Military Service weapon system managers
and DLA item managers refer to WSSP items as being "critical' to
the support of a combat, mission-essential, weapon system.

3. Operational Readiness Support Programs

In addition to the basic item management systems and
special item managemenc piograms used by rhe DoD Components
responsible tor the managen it of secondary items, cach Component
has one or more systems, programs and organizations designed to
review and evaluate operational readiness; and, within these pro-
grams, there are means for identifying items which are impacting
or could adversely impact operational readiness.

Among the operational readiness support programs which
identify critical or potentially cuvitical items requiring special
management actention are:

a. Ann!

— The Missile and Rocket Equipment Report identi=-
fies NORS and ANORS conditions and provides a report for
monitorship of items causing such conditions. ‘

— The Materiel Assistance Designated (MAD) reporting
system gencrates a scries of reports which list: (a) principal
end item equipment sho=tages and the items causing the problem;
(b) equipment status and relatoed NORS requisitions; and (¢) the
source of capply (item managenent ageat) responsible for the items

degrading readiness or mission accomplishmeut. i
b. NJVY

—  The Supply Selective Treatment and Review System
(SUPSTARS) calls attention to and preovides for mounitoring of items
generating NOKS requisitions tor selected nonaviation program




requirements and causing an unusual number of fleet Casualty
Reports (CASREPTs). SUPSTARS also provides for the generation
of expediting and associated with the NORS and NFE requisitions.

— The Aviation Supply Control Center (ASCC program
provides for identification of aviation program support items
causing NORS and NFE requirements and monitorship of supply
support actions associated with the NORS and NFE requisitions.

¢c. Air Force

— The Aerospace Vehicle and Selected Items of
Equipment Not Operationally Ready Suppl NORS) reporting system
provides the means for identification and isolation of support
items contributing most significantly to deteriorated readiness.

— The Critical Item Program (CIP) goes beyond item
management and, based on NORS reporting system data, provides a
multitude of management reports associated with the control of
critical items.

d. Marine Corps

~— The Logistics Information System (LIS) provides
for the accumulation of data for items causing Issue Priority
Group (IPG) I, NORS or ANORS requirements and permits the
identification and monitorship of: (a) Marine Corps units
having less than ready conditions, (b) equipments having unusually
poor readiness, (c) supporting items causing NORS and ANORS, and
(d) the materiel managers responsible for items causing high
priority NORS and ANORS conditions.

e. Defense Logistics Agency

— The Emergency Supply Operation Centers (ESOCs)
serve special project managers or requisition processing coordi-
nators for requirements having UMMIPS Issue Priority Designator
(IPD) 01, or IPD 02 or 03 NORS requirements. While the actions
taken by ESOC personnel supplement those of the item managers,
the ESOC actions are generally oriented toward expediting a
specific supply transaction aimed at alleviating a less than
optimum readiness situation.




4, Features of the Special Management Syscems/Prgg;ams

a. Objectives. A review of the several intensive item
management programs shows that each of the programs seeks better
supply management, through the maintenance of ready for issue
inventory to meet requirements, and a high degree of readiness.
Each of the operational support readiness programs seeks high
readiness through the swift recognition and correction of defi-
cient or potentially deficient materiel support which is or can
cause operational problems; hence the programs seek improved
materiel support. Because a continuing high degree of opera-
tional readiness is dependent on effective materiel support, the
basic objectives of special management programs for item manage-
ment and operational readiness are interdependent and similar.

b. Reference to "Critical"

The word "Critical" is used in a number of the special
management programs and in reference to both items and situations.
Examples are:

~— An item being managed may be referred to as being
in a "criticgl short supply" situation; i.e., assets are not
available to meet requirements.

~ An item being managed may be referred to as 'cost
critical'; i.e., the item may absorb an unusual dollar value of
resources.

-— An equipment end item and/or weapon system being
supported may be referred to as '"critical"; i.e., very important
or vital to a specific operational mission.

— A supporting item may be referred to as "having
critical application"; i.e., be vital to the operation of a very
important or vital equipment, end item, or weapon system.

Within the spectrum of this review only one special
management program included the word critical in its title. It
is the Critical ltem Program of the Air Force; and here too the
program includes a segment for "Cost Critical Items'" and another
for "Support Critical Items."




c. Degrees of Intensive Management

Special, intensive item management programs apply to
item categories ranging in size from less than 50 items to over
50,000 items. Examples at each extreme are:

— The WSSP of DLA which contains over 180,000 items;
— The VIP of DLA containing over 40,000 items;

— The recoverable, reparable item management program
(ARI, IRAM, and AFRAMS), each of which contains over 5,000 items;

— The "Support Critical' segment of the Air Force
CIP which contains less than 200 items; and

— The SCARS segment of the Air Force recoverable,
reparable item system which contains less than 25 items.

The readiness support programs which are based on a
deterred or potentially deterred readiness situation can be
related to an infinite number of items. However, basing these
programs on such factors as NORS, ANORS, U-NORS, E-NORS require-
ments, and UMMIPS IPG I requirements tends to limit the item
range or document transaction range to which special management
is applied.

Attaining the objectives and fulfilling the needs of
special, intensive item management always requires the applica-
tion of some additional resources, in terms of personnel or
equipment (e.g., Automatic Data Processing Equipment (ADPE)).
The more intensive the management, the greater the resource
application,

None of the special item management systems and pro-
grams observed provide the means for ascertaining directly related
program costs. However, certain programs demonstrated a relative
degree of management emphasis which also indicates the relative
cost. For example, the CIP and SCARS items of the Air Force and
the VIP items of DLA receive very intensive management requiring
special reports, conferences, procedures, and organizations.
Casual observation of item management and associated issuc control
systems for the items and their associated transactions within
these programs indicates that they receive management attention
and resource application at least ten times greater than the run-
of-the-mill items.
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In general, as the item selection process becomes more
finite and more restrictive and the number of items falling into
the selective category becomes smaller, the significance of the
program becomes more universally recognized, the management effort
becomes more intense, and the "“criticality" of the situation (item
management-wise and readiness-wise) is more readily accepted.

d. Range of Action Taken

Every special management program results in some special
actions. These range from the developments of goals and evaluation
reports to the establishment of organizations dedicated to special
program performance.

The supply actions taken to avoid or remedy "short
supply" actions are significant to this Study effort. Of primary
importance to the Study are the special or extra-special actions
taken when an item is in "short supply,'" causing an adverse impact
on operational readiness, and by one definition or another desig-
nated as "Support Critical."

Among the actions taken for the support of critical
items are: (a) preparing and distributing listings of the items
to announce the item's supply status; (b) expediting supply
actions (e.g., issue, purchase, maintenance, and transportation);
and (c) initiating lateral support. Most actions of this nature
are considered and applied to alleviate any short supply situa-
tion. One action, lateral support through the search for assets
below the wholesale level and the initiation of movement from
one intermediate or retail level to another, is generally reserved
for the most critical support situations. It is among the most
time=consuming and intensive management actions,

Each Military Service ICP visited had a means for
locating assets below the wholesale level. Generally, this was
accomplished through review of data in an intra-service allowance
or authorization program; on occasion it was by the initiation of
queries. One DLA program uses Military Service data to identify
potential sources of supply below the wholesale level. 1In all
cases, however, the initiation of lateral support, subsequent to
identification of retail assets, was accomplished only with the
explicit approval ot the owning commander.
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H. SUMMARY OBSERVATIONS AND CONCLUSIONS

1. Each DoD Component having item management responsibility
has a basic system designed tor the management of secondary items
of supply and, in addition, one or more special programs for the
"selective'" or "intensive'" management of items having certain
characteristics or attaining a certain supply status.

2. Each of the Selective Item Management and Intensive Item
Management Programs augments the basic Component or ICP item
management system with special information, actions, or controls
and is designed to avoid or overcome an undesirable supply situa-
tion.

3. Over 200,000 items are identified and controlled within
the several intensive item management programs of the DoD.

4. FEach Military Service has an operational readiness support
program to monitor and expedite wholesale management satisfaction
of urgent requirements, including critical equipments and end
items, and components and parts critical to their operation.

5. Generally, the special management programs for operational
readiness support have features aimed at recognition of short
supply situations or potential short supply situations which will
adversely impact operational readiness.

6. Certain Selective ltem Management Programs provide for
asset visibility and control beyond the wholesale level on an
intra-service basis; however, only one of the special item
management programs provides the potential for locating below
wholesale level assets on an interservice or DoD-wide basis and
none provide tor wholesale item manager control of assets below
the wholesale level,

7. Currently, "critical" items are not exclusively defined
or identitied DoD-wide, but may be managed within any of the
various selective item management programs delincated in this
chapter.




CHAPTER III1

CRITICAL ITEM DEFINITION

A. INTRODUCTION

le Current Definitions and Interpretations

The current Department of Defense (DoD) definition of a critical
item, as stated in Joint Chiefs of Staff (JCS) Publication 1, is:

"An essential item which is in short supply or expected to be
in short supply for an extended period."

A review of Component dictionaries, glossaries, and other pub=
lications which include a critical item definition reveals duplication
of the JCS Pub 1 definition quoted above. This appears to indicate
uniform agreement on what a critical item is; however, during headquar=
ters level briefings and field research visits to Inventory Control
Points (ICPs) of each Component an entirely different viewpoint emerged.
The briefers and ICP personnel gave the impression that although this
definition is acceptable for publications, it is too vague and ambig-
uous to be applied to the day~to-day working environment. Hence, various
interpretations of the JCS Pub 1 definition have been developed and are
used in Component publications and by ICP personnel. Among the defini=
tions accumulated from these sources are:

"Any item which requires immediate action to preclude or re=
cover from a tenuous or critical stock positions"

"Any item that has recorded a minimum of five NORS backorders
in the LIS system."

"Items identified through AF NORS hours accumulations, can-
nibalization actions, and depot asset support status (Support Critical).,"

"A Fleet Ballistic Missile System item in short supply."

Each of the definitions is an attempt to be more specific than
the JCS Pub 1 definition in designating the type of items reaching
critical status or in providing criteria on which to base criticality.

2. Use of the Definitions

None of the DoD Components applied the JCS Pub 1 definition
exclusively in their day-to-day operating programs. Application of




the various definitions is illustrated by the item selection criteria
of the special management programs discussed in the preceding Chapter.
In addition, many of these special management programs contained }
items termed 'cost critical" and items termed "support critical."

The cost critical items generally fall into the 'Very High" or

"High'" dollar value of predicted annual demand or annual issues as
described in DoD Instruction 4140433, "Grouping of Secondary Items

for Supply Management Purposes,' and they are afforded intensive man-
agement throughout their life cycle because of their dollar value or
annual demand dollar value. The support critical items are generally
afforded intensive management due to their supply status. The selec-
tion criteria of several special management programs contain provisions
for both '"cost'" and "support'" critical items.
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' The fact that no Component applies the JCS Pub 1 critical
item definition, in its published form, to an ongoing management sys=
tem indicates the inadequacy of the present definition. The fact that
each Component identifies some items as being "critical" indicates
the need for a definitive set of criteria to identify critical items.

3. .Objective of this Chapter. The preceding Chapter discusses
current programs used for the intensive management of items and points
out methodologies embodied in each special management programe. The
system descriptions show that these programs relate to items adversely
impacting the operational readiness of field units of the Military
Services and that the programs are designed primarily to identify and
overcome a short supply position by intensively managing items in short
supply, including critical items. One objective of this Study is to
provide criteria governing when an item becomes critical and when it
is no longer to be termed criticale This Chapter addresses this
objective by illustrating the various interpretations of the JCS Pub 1
"Critical Item" definition, showing why a characterization of a typical
critical item cannot be developed, analyzing the current JCS Pub 1
definition, and developing criteria for identifying a manageable number
of critical items.

Be CHARACTERIZATION OF CRITICAL ITEMS

l. General

As indicated by the immediately preceding paragraphs, the
initial search for "standard criteria for identifying'" critical items
included a review of currencly published and applied critical item
terminologye. In light of the various definitions and interpretations
encountered, it became necessary to seek another approach to charac-
terization of critical items. Therefore, one objective of the item
data collection (described in paragraph F, Chapter 1) was to accumulate
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data which could possibly contribute to the definitive description

of items which become critical. Data accumulated, such as unit price,
consumable or reparable designation, and single or multiple applica=-
tion, provide the bases for this review and analysis.

The data displayed in the tables of this paragraph are gener=-
ally related to the 523 item sample. Because of the manner in which
the 523 item sample was accumulated virtually all (over 99%) of the
items are managed by ICPs as stocked items. Where only a portion of E
the data is applicable, an explanation for the smaller number is provided. j

2. Unit Price

Table III-1 displays summary data for the critical items by
unit price categories.

Tabie I11-1 ]

UNIT PRICE OF CRITICAL ITEMS

Team ICP Total

Unit Price Sample Sample Sample
Category Items % Items % Items %
0 to $25 65 24,9 52 19.9 117 22.4
$26 to $100 23 8.8 18 | 6.9 41 7.9
$101 to $1,000 97 37.2 64 24.5 161 30.8
$1,001 to $5,000| 46 | 17.6 76 | 29.1 122 | 23.4
Over $5.000 30 11.5 51 19,6 81 15,5
Tot al 261 |100.0 | 261 l100.0 | 522 |100.0
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Source: Field Research

1/ One item excluded trom the sample because the item was new and
a standard unit price had not been established.

The Table illustrates that items determined to be critical 3
by either the Study Team's criteria or the ICP's criteria had a wide
range of unit prices == from less than $25 to over $5,000. Further, i
the discribution is relatively similar for each segment of the overall
sample. The data indicates that unit price is not a factor which can
be used to identify critical items.

3. Annual Demand

Table 1I1-2 displays summary data for the critical items by
annual demand categories.




Table III-2

ANNUAL DEMAND OF CRITICAL ITEMS

Annual Team 1cp Total
Demand Sample Sample Sample
Quantities Items % Items /3 Items %
0«1 12 4e8 4 2.0 16 345
2«5 18 742 4 2.0 22 449
6 - 15 30 12. 25 12.4 55 [ 12.1
16 - 20 3 1.2 10 449 13 2.9
21 - 50 35 13.9 40 1/ 19.8 75 | 16.6
Over 50 153 60.9 119 5849 272 | 60,0
Total 251 1100.0 202 _ [100.0 4532 10040

Source: Field Research

l/ 52 items in DISC sample excluded because a basic item selection

criterion was high demand value.

2/ Excludes 18 items for which annual demand quantities were not

identifiable; 11 in the Team Sample and 7 in the ICP Sample,

Table 11I-2 illustrates that items determined to be critical
fell into each of the identified annual demand categories. However,
the vast majority of the items had annual demands exceeding 20. Item
criticality cannot be associated with very low, sporadic annual demand,
and annual demand is not a basis for characterizing critical items.

4, Consumable and Reparable Items

Table III-3 displays summary data for critical items by cone
sumable and reparable item categories.

Table 111-3

CONSUMABLE AND REPARABLE CRITICAL ITEMS

{__Team Sample | ICP Sample Total Sample

Category Items A Items A Items %
Consumable 132 5044 101 38.7 233 44,6
Reparable 130 4946 160 61.3 290 35¢4
Total 262 | 10040 261 | 100.0 523 | 100.0

Source: Field Research
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Data in Table 1II1-3 shows that 55.4% of the items in the 523
item sample are reparables. Since over half of the items in the
critical item sample are reparables and only about 12% of the DoD=-
managed items are nonconsumable, it may be assumed that reparables
have a groater tendency to become critical. However, the fact that
the number of critical items is distributed nearly equally between
consumable and reparable items indicates that consumability or
reparability is not a basis for identifying criticality.

5. Single and Multiple Application

Table III-4 displays summary data for critical items based on
whether the item had single or multiple application.

Table III-4
APPLICATION OF CRITICAL ITEMS

Tean Sample ICP Sample Total Sample
Application Items % Ltems % Items A
Single 171 7440 154 6042 325 6647
Multiple 60 26,0 102 39,8 162 33.3
Total 231 [100.0 256 | 10040 487 Y100,0

Source: Field Research

1/ Excludes 36 items (31 from the Team Sample and 5 from the ICP
Sample) for which application data could not be identified.

Data in Table III-4 demonstrated that two=thirds of the
critical items identified had a single application identified. How=
ever, the other one~third had multiple applications identified.
Therefore, single vice multiple item application does not provide a
means for characterization of critical items,

6. War Reserve Requirements

Table II1-5 shows summary data for critical items based on
whether the item had war reserve requirements or not.

Data in Table III-5 indicates that over 50% of the items becom=
ing critical are not the same items identified as requiring the computa-
tion of war reserve requirements. Hence, the application of war
reserve requirements computation is not a basis for characterizing
critical items.
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Table 111=5

CRITICAL ITEMS WITH AND WITHOUT WAR RESERVE REQUIREMENTS

Team Sample 1CP Sample Total Sample
Category | Items % 1tems % 1tems %
%
Wwith WRR ; 100 38,2 119 45.6 219 41,9
Without WRR | 162 01.8 142 5444 304 58.1
Total | 262 1000 261 100,0 523 100,0

Source: Field Research

7. Below Wholesale Level Allowances

Table IIl-6 displays summary data for critical items based on
the item manager's knowledge of the existence or nonexistence of allow=
ance quantities below the wholesale level,

Table I1I-6

CRITICAL ITEMS WITH AND WITHOUL ALLOWANCES

Team Sample 1CP Sample Total Sample
Cat egory Ltems vé Ltems VA ltems 2
With Allowances 102 5140 130 63.1 232 5741
Without Allowancey 98 4940 76 36.9 174 4249
Total 8 200 100.0 206 100,0 406 y&O0.0

Source: Field Research

1/ Excludes 117 items (about 22% of sample) for which item managers
could not determine, without extensive research, whether an item
had allowance quantities or not. Ninety-seven of the 117 excluded
items are managed by DISC which does not have knowledge of Military
Service stockage allowances below the wholesale level.

Data in Table 1II-6 demonstrates that over 55% of the critical
items being managed by Military Service ICPs are items which have
designated allowance quantitiess On the other hand, for over 40% of
the critical items, allowance quantities below the wholesale level
could not be identified. While this factor may be significant in
any process aimed at locating below wholesale level assets, it is
not a factor which permits characterization of a critical item.
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8. Summary. The review of data associated with 523 items identi=
fied as critical items demonstrates that the critical item range in-
cludes items:

-~ Having low, medium, and high unit prices;

== Having low, medium, and high annual demand;

- Managed as consumables and reparables;

== With single and multiple application;

— Managed with and without war reserve requirements; and

= With and without allowance quantities.
A typical critical icem cannot be characterized or defined through
the application of criteria such as these, applied individually or in

combinationse.

Ce THE CURRENT DEFINITION

ls Ceneral

The Introduction to this Chapter points out that the current
JCS Pub 1 definition is ambiguous, variously interpreted, and variously
applieds To ascertain the reason for ambiguity and, hopefully, over=
come this deficiency, this paragraph is devoted to analyzing the
clements of the present definition which is:

"An essential item which is in short supply or expected to be
in short supply for an extended period."

An immediate reaction to the definition is that it can be
broken into three parts, each of which can be stated as a question.
The questions are:

== What is an essential item?

— What is meant by short supply?

== What is meant by expected to be in short supply for an
extended period?

Each of these questions must have a definitive answer, if the current
critical item definition is to have a universal meaning throughout the
DoDe. 3
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2. An Essential Item

a. Fiudings

A general definition of an '"essential item' is published
in DoD Instruction 4140433, "Grouping of Secondary Items for Supply
Management 2urposes.' The definition is:

"A support item or repair part whose lack renders the
supported system or end item inoperable.'

This general definition has broad application to virtually all repair
parts or components of equipments or end items. For example, it is
equally applicable to a small motor for a base washing machine or to
a magneto required to start and operate an aircraft engine. Applica=-
tion of this broad, general definition of '"essential item'" within a
critical item definition would result in a wide divergence in the
type of equipments and end items being supported by selective and
intensive management systems for critical support items.

In an attempt to be more specific, than the DoDI 4140.33
definition, the JCS Pub 1 and Military Service publications do not
define an "essential item,'" but do provide expanded definitions for
items such as '"combat essential end item,' "mission essential item,"
and "mission oriented item.'" ICPs attempt to be even more specific
in identifying these items via definition, as illustrated in para=~
graph A.l. above. This indicates that the simple term — essential
item == is not specific enough for a critical item definition and
some phrase like mission-essential item or combat-essential item may
be more appropriate. Among such definitions currently published are:

Mission Essential Materiel:

"That materiel, which is authorized and available to
combat, combat support, combat service support, and
combat readiness training forces to accomplish their
assigned missions" (JCS Pub 1)

"That materiel which is authorized and available to
combat, combat support, combat service support, and
combat readiness training forces to accomplish their
assigned mission. For the purpose of sizing organic
industrial facilities, that Service-designated materiel
authorized to combat, combat support, combat service
support, and combat readiness training forces and active
ities, including Reserve and National Guard activities,
which is required to support approved emergency and/or




war plans, and where the materiel is used to: (1)
destroy the enemy or his capacity to continue war;

(2) provide battlefield protection of personnel; (3)
commmicate under war conditions; (4) detect, locate,
or maintain surveillance over the enemy; (5) provide
combat transportation and support of men and materiel;
and (6) support training functions, but is suitable for
employment under emergency plans to meet purposes
enumerated above,'" (DoDD 4151.1)

"That materiel assigned to strategic, tactical, general
purpose, or defense forces which are to be employed by
such forces to destroy the enemy or his capacity to con-
tinue war; to provide battlefield protection of personnel;
to communicate under war conditions; to detect or locate
the enemy; to permit contiguous combat transportation

and support of men and materiel." (AR 310=25)

"Items for which Mobilization Reserve Stock Objectives
(War Readiness Materiel) have been established." (AFM
11-1, Vol,. 1)

Mission«=Oriented Items:

"Items Lor which requirements computations are based upon
the assessment of enemy capabilities expressed as a known
or estimated quantity of total targets to be destroyed."
(JCS Pub 1)

Mission=Essential Support Item:

A secondary item not otherwise authorized for stockage
but required to insure continued operation of an essential
major item, system, or facility which is to be determined
to be vital to an essential defense mission the unservice=
ability or failure of which would jeopardize a basic
defense assignment or objective." (AR 310-25)

Combat=Essential End Item:
"An equipment item which is required by tactical umits

to accomplish the mission of closing with and/or destroyve
ing the enemy force." (AR 310«25)
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b. Evaluation

The definition published in DoDI 4140.33 defines an essen~
tial item in very general terms which could result in any item vital
to the operation of any equipment being classified as essential aand,
hence, critical.,.

In efforts aimed at greater definitization, a series of
definitions for mission=essential and combat-essential items or
materiel have been developed. Each of these expands on the basic,
general, essential item definition with modifiers relating essentiality
to military mission and uses one or more words such as "“combat,"
f'combat support,!" '"combat readiness,' '"destruction of the enemy,'" "war
conditions,' "battlefield operations,' '"battlefield protection,"
"defense objective,'" or "defense missions.'"

Untortunately, there is considerable difference between
these various definitions and - one provides a means to precisely
identify or quantify critical items. Further, data available to item
managers at ICPs does not, generally, provide for application data
indicating that secondary items are supporting combat or mission=essen=-
tial end items and equipments.

One element of a tew definitions (i.e., the item should
have a war reserve requivement) offered a basis for identification of
precise items, However, when this single criterion is evaluated against
data in Table LiI=5, it is recognized that only about 40% of the critical
items identified by the Study Sample had known war reserve requirements.
Hence, this single, most definitive criterion could not be applied
exclusively.

In summary, applying the “essential item" portion of the
critical item definition to items at an ICP without some additional
crutch is currently impractical.

3. Short Supply

a. Findings

The term short supply is used routinely in performing and
describing day=to-day materiel management functions. It is generally
a factor considered in each gross and net requirements computation
processs JCS Pub 1 defines the term as follows:

"An item is in short supply when the total stock on hand

and anticipated receipts during a given period is less
than the total estimated demand during that period."
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Component and 1ICP publications using the term generally
provide definitions which are identical or equivalent to the JCS Pub 1
definition. The term requires the combination of three elements to
determine short supply.

First, there is an element of stock availability expressed
in terms of stock on=hand and anticipated receipts. Second, there is
an element of estimated demands which includes both forecasted demands
and accumulated backorders. Third, there is an element of time ex=
pressed as a given period.

be Evaluation

The first two elements of the definition "stock availability"
and "estimated demands' are quantifiable. This quantification can be
precise as to on=hand stock and backorders. However, the quantitication
is speculative with regard to "anticipated receipts'" and "forecasted
demand.'" All of these factors are essential to a requirements foree
casting system which must include certain, less than precise, estimatess
On the other hand, greater precision is required where identification
of criticality is concerned.

The third element, "given period,'" is not prescribed in
the current definition. One ICP visited interprets the "given period"
as 60 days; another ICP uses 90 days; and a third does not specify a
particular time frame, but iundicates that the given period extends
until positive supply action is taken.

In summary, a critical item definition containing the
term "short supply" as currently defined and applied would continue

to be ambiguous and lead to broad interpretations.

4o [Expected to Be in Short Supply tor an Extended Period

a. Findings. Quantification of this element of the current
critical item definition was not obtained trom any Component or 1CP.
Component and ICP publications do not provide a time factor for an
"'extended period.' In response to queries, item managers interpreted
an extended period to be any time from about 60 days to over six
months

b Evaluation
The phrase "expected to be in short supply for an extended

period" is not sufficiently definitive to assist in the identification
of critical items,




Use of the word "expected" in the phrase does add a dimen-
sion to current definitions. It indicates that there are two cate=
gories of items: first, a set of "essential items" in "short supply";
i.e., critical items; and, second, a set of essential items '"expected
to be in shcrt supply'"; i.e., potentially critical items.

Se Summarv. Dissection and analysis of the current critical
item definition confirms that the term is ambiguous and subject to
various interpretations. The analysis indicates that each of the three
primary elements of the definition; (1) item essentiality, (2) supply
status, and (3) time, requires more finite description, if these ele-
ments are to be used in identifying and managing critical items.

De IDENTIFYING CRITICALITY
l. Introduction

Review of the special management programs, the current critical
item definitions, and the characteristics of critical items as identi=
fied within the special management systems and by the current defini=
tions has led to, or confirmed, the following conclusions:

== The current critical item definition is ambiguous and
variously interpreted.

- Item characteristics, of themselves, do not present a
means for defining or identifying critical items.

= '"Critical items" exist and there is a need to identify
them uniformly if extraordinary item management action
is to be applied to such items in a meaningful, consistent
manner.

Throughout the review of special management programs and the various
definitions of items requiring special management attention it became
evident that certain factors are very important. First, it was
recognized that the number of items and the volume of transactions
associated with a special item management category are important.
Second, it was recognized that an item's essentiality, urgency of
need, and asset status are factors vital to a critical item definie=
tione Finally, it was recognized that these are the same elements
considered in the current definition and that the major problem is
finding a means for making these factors more definitive than they
currently are.

It is the objective of the remainder of this Chapter to discuss
"essentiality," "urgency of need," and "asset status" and provide the
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means for more finite identificatiou of critical items and quantifi-
cation of the uumber of items which are likely to meet the critical
item criteria at a given point in time.
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